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E.O. 11652: N/A 

TAGS: ETRD, EAGR, EEC, DA 

SUBJECT: COMMISSON PROPOSAL TO TAX VEGETABLE FATS AND OILS 
REF: 1) STATE 170962 2) EC BRUSSELS 681 1 

1 . SUBSTANCE OF REF 1) CONVEYED TO MFA DEPUTY UNDER SECRETARY 
OF STATE FOR ECONOMIC COMMUNITY AFFAIRS, AMBASSADOR WANDEL- 
PETERSEN, BY DCM AND AGATT. WANDEL-PETERSEN SAID THAT THE 
PROPOSED TAX WAS NOT DENMARK'S IDEA AND THAT DENMARK WAS 
NOT A SUPPORTER OF IT. HE SAID DENMARK'S POSITION HAD BEEN 
THAT THE DAIRY PROBLEM SHOULD BE DEALT WITH BY LOWERING THE 
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WOULD MOVE COMMERCIALLY. HE AGREED THAT THE PROPOSED TAX 
ON VEGETABLE FATS AND OILS WOULD BE ADVERSE TO THE INTEREST 
OF DENMARK'S CRUSHING INDUSTRY, WHICH IS AN EXPORTER OF OIL, 

AND WOULD RAISE FEED COSTS IN THE VITA PIG SECTOR. 

2. THE EMBASSY REPRESENTATIVES EXPRESSED THE HOPE THAT 

NOT ONLY WOULD DENMARK WITHHOLDSUPPORT FROM THE MUTUALLY 
DAMAGING TAX PROPOSAL BUT THAT DENMARK'S MINISTER OF 
AGRICULTURE WOULD ACTIVELY SPEAK OUT AGAINST IT. WANDEL- 
PETERSEN REPLIED THAT HE WAS PLEASED TO HAVE THE US VIEWS 
AND THAT THEY WOULD BE GIVEN FULL CONSIDERATION IN THE FORMULA- 
TION OF THE DACSH POSITION. HE DOUBTED, HOWEVER, THAT A 
FORMAL DANISH POSITION WOULD TAKE SHAPE UNTIL AFTER THE 
PROPOSAL IS INTRODUCED AND EXAMINED IN THE JULY 19 AGRICUL- 
TURAL COUNCIL MEETING. HE WAS SURE AN EC DECISION ON THE 
TAX PROPOSAL WAS MONTHS AWAY. 

3. MINISTER OF AGRICULTURE IS ON VACATION AND OTHER KEY 
MINAG OFFICIALS WHO CAN SPEAK TO THIS ISSUE ARE ALSO ON 
VACATION OR IN BRUSSELS. HOWEVER, IT IS EXPECTED THAT AN 
APPROPRIATE MINAG APPOINTMENT CAN BE OBTAINED MID-WEEK. 

4. THE AGRICULTURAL COUNCIL, AS A COPA AFFILIATE, VIEWS 
VEGETABLE TAX PROPOSAL MORE FAVORABLY THAN NFA BUT IT TOO 
HAS MISGIVINGS. IT HAS DIFFICULTY, OF COURSE, RECONCILING 

THE PIG SECTOR'S INTEREST IN LIMITING FEED COSTS WITH THE DAIRY 
SECTOR S CONCERN ABOUT VEGETABLE PROTEIN AND OIL COMPETITION. 

THE DAIRY SECTOR HAS, FOR THE TIME BEING AT LEAST, THE 
LOUDEST VOICES BECAUSE OF THE PRESSING DAIRY SURPLUS PROBLEMS. 

IN DISCUSSING THE VEGETABLE OIL TAX PROPOSAL WITH THE AGRICUL- 
TURAL ATTACHE, THE COUNCIL'S MANAGING DIRECTOR IMPLIED THAT 
THE COUNCIL DID NOT REALLY EXPECT THE TAX TO MATERIALIZE. 

HOWEVER, HE SAW THE PROPOSAL AS SERVING A USEFUL PURPOSE AS 
A MEANS OF ILLUSTRATING THE INCOMPATIBILITY OF LOW VEGETABLE OIL 
AND PROTEIN PRICES WITH THE HIGH DAIRY PRICE CAP. HE ALSO 
SAW IT AS MEANS TO PRESSURE THE US AND OTHER OILSEED EXPORTERS, 
ESPECIALLY BRAZIL, TO PROVIDE MORE MARKET ACCESS TO EC DAIRY 
PRODUCTS AND TO FORCE MOVEMENT IN THE MTN TOWARD INTERNATIONAL 
AGREEMENTS ON DAIRY PRODUCTS AND OILSEED PRODUCTS. 
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5. FOR OTHER REASONS, THE DANISH AGRICULTURAL COUNCIL 
APPEARS SOMEWHAT DISENCHANTED WITH LARDINOIS 1 TOTAL DAIRY 
PACKAGE. A PRIME REASON BEING THAT THE PROPOSALS DO NOT GIVE 
ENOUGHT CONTROL TO THE PRODUCERS OVER THE USE OF THE FUNDS TO 
BE GENERATED BY THE PROPOSED LEVIES. FURTHERMORE, BECAUSE 

OF THE DROUGHT AND UNCERTAINTIES OVER EC MILK PRODUCTION 
DURING THE REMAINDER OF THE YEAR, THE COUNCIL SPOSKESMAN SAID 
HE DID NOT EXPECT THE VEGETABLE TAX OR OTHER ASPECTS OF THE 
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DAIRY PACKAGE TO BE PUSHED FORWARD AT THIS TIME. HE DOUBTED, 

IN FACT, THAT THE VEGETABLE TAX PROPOSED WOULD BE FORMALLY 
PRESENTED TO THE AGRICULTURAL MINISTER S MEETING JULY 19. 

DEAN 
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